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KTOO MUSIC AND ARTS, LLC 
 

NOTES TO THE FINANCIAL STATEMENTS 
 

  

budgets, and on-going management of CoastAlaska. However, each member’s Board of 
Directors retains control over all local personnel decisions, including hiring, firing and discipline. 
CoastAlaska’s Executive Director maintains a central office staff which provides the following 
services to CoastAlaska and its members: 
 

• Financial reporting, budgeting, monitoring, compliance with the budget and other 
regulatory requirements and all daily accounting functions 

• Development of membership and underwriting support, and pledge fulfillment 
• Engineering and engineering development 
• Payroll and benefits administration 
• Personnel and human resources administration 
• Other administrative and financial operations 

 
Each member of CoastAlaska has the right to nominate two of CoastAlaska’s Board of Directors. 
A member can withdraw at any time, with six months notice, and the Compact will remain in 
effect as long as two or more stations remain members. 
 
CoastAlaska also performs support services for other public radio stations, who are not 
members of CoastAlaska, around the state. Services provided include certain accounting, 
membership and grant reporting activities.  
 
Basis Accounting 
The financial statement of the Company has been prepared on the accrual basis of accounting.   
 
As discussed above and described in the Compact, all activity of each of the member stations of 
CoastAlaska, excluding the recording of real and personal property and related debt amounts, is 
contributed to and recorded in the financial statements of CoastAlaska.  
 
The Company follows the guidance of FASB ASC 958-605 Revenue Recognition to determine 
whether its federal, state or other grant programs are contributions or exchange transactions for 
purposes of presentation in the accompanying financial statements. 
 
Support received from CoastAlaska for the maintenance, repair and replacement of real and 
personal property held by the stations and payment of the stations’ obligations under long-
term debt agreements is recorded when the associated costs or payments are incurred or 
payable. All support and revenue derived from the operation of the Company’s radio stations 
are contributed to and recorded by CoastAlaska. 
 
All expenditures related to grants received from state or federal agencies and associated 
revenues derived from these grants are recorded in the financial statements are recorded in the 
Company’s financial statements and passed through to, and recorded in, the financial 
statements of CoastAlaska. The Company remains responsible for the conduct of its federal and 
state grants in accordance with laws and regulations and the provisions of the grant 
agreements. 
 
Basis of Presentation 
The financial statements of the the Company have been prepared in accordance with U.S. 
generally accepted accounting principles (US GAAP), which require the Company to report 
information regarding its financial position and activities according to the following net asset 
classifications:  
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KTOO MUSIC AND ARTS, LLC 
 

NOTES TO THE FINANCIAL STATEMENTS 
 

  

Net assets without donor restrictions:  Net assets that are not subject to donor-imposed 
restrictions may be expended for any purpose in performing the primary objectives of 
the Corporation. These net assets may be used at the discretion of the the the 
Company’s management and the board of directors. 
 
Net assets with donor restrictions:  Net assets subject to stipulations imposed by donors, 
and grantors. Some donor restrictions are temporary in nature; those restrictions will be 
met by actions of the Company of by the passage of time. Other donor restrictions are 
perpetual in nature, whereby the donor has stipulated the funds be maintained in 
perpetuity. Donor restricted contributions are reported as increases in net assets with 
donor restrictions. When a restriction expires, net assets are reclassified from net assets 
with donor restrictions to net assets without donor restrictions in the statement of 
activities. 

 
Classification of Transactions 
All revenues are reported as increases in net assets without donor restrictions in the statements 
of activities unless the donor specified the use of the related resources for a particular purpose 
or in a future period. The Company also classifies donor restricted amounts as unrestricted if it 
satisfied the restriction in the same fiscal year in which the support was received. All expenses 
and net losses are reported as decreases in net assets without donor restrictions. 
 
Revenue Recognition 
Contributions 
The Copmany may receive contributions that have conditions (e.g., meeting specific 
performance-related barriers, revocable features).  For conditional contributions, the Company 
recognizes revenue only after the conditions are substantially met.  Should the Company 
substantially meet the conditions in the same period that the contribution is received, and 
barring any further donor-imposed restrictions, the Company has elected to recognize the 
revenue in net assets without donor restrictions. 
 
Donated services are recognized as contributions in accordance with FASB ASC 958-605-25-16, 
if the services (a) create or enhance non-financial assets or (b) require specialized skills, are 
performed by people possessing those skills, and would otherwise be purchased by the 
Company. Contributed equipment are recorded as a contribution at estimated fair value on the 
date of donation and are reported as an increase in unrestricted net assets unless the donor has 
restricted the donated asset to a specific purpose. Assets, if any, donated with explicit 
restrictions regarding their use are reported as contributions with donor restrictions. 
 
Membership 
Membership contributions are considered available for the Company’s general operations 
unless specifically restricted by the donor.  The value that individuals receive from their 
membership contributions is determined to be nominal.  Amounts received that are restricted 
by the donor for use in future periods or for specific purposes are reported as restricted support 
increasing net assets subject to donor restrictions.  Contributions received with restrictions that 
are met in the same reporting period and conditional contributions for which the conditions 
and restrictions are met in the same period are reported as support increasing net assets free of 
donor restrictions. 
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KTOO MUSIC AND ARTS, LLC 
 

NOTES TO THE FINANCIAL STATEMENTS 
 

  

Grant Revenue 
Grants or contracts awarded to the Company from government, the Corporation for Public 
Broadcasting, and other organizations are generally considered nonreciprocal transactions 
restricted by the awarding agency for certain purposes and are accounted for as conditional 
contributions. Revenue is recognized when qualified expenditures are incurred and conditions 
under the grant agreement are met.  Grant receivables are recorded for unreimbursed expenses 
incurred for the purposes specified by the awarding agency.  Funding received in advance of 
incurring allowable expenses are recorded as a refundable advance. 
 
Underwriting Income 
Revenue from program underwriting is recognized when the Company satisfies a performance 
obligation by transferring a promised service for a customer.  Revenue from program 
underwriting is recorded on a pro rata basis for the period covered and is recognized over time 
when the related program is aired. Payment received in advance of the satisfaction of 
performance obligations for underwriting revenues are reported as deferred revenue in the 
statement of financial position. Management evaluates underwriting receivables for 
collectability on a periodic basis. No allowance for uncollectible accounts has been recorded in 
the financial statements as management has determined all accounts to be collectible. 
 
Rental, Special Events and Other Income 
Revenue from rented radio tower space, special events, and merchandise sales are recorded 
when earned.  Revenue from rentals are recognized over the period of the tenant lease term on 
a monthly basis and in the amount stipulated by the tenant lease.  Special event and other 
income revenues are recognized at a point in time as the performance obligation of the special 
event or sales is performed for the amount of the contract. Payments received in advance of the 
satisfaction of performance obligations for rental, special events, and other income are reported 
as deferred revenue in the statement of financial position. Management evaluates receivables 
from rental, special events and other income for collectability on a periodic basis. No allowance 
for uncollectible accounts has been recorded in the financial statements. 
 
Use of Estimates 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported 
amounts and disclosures. Accordingly, actual results could differ from those estimates 
 
Income Taxes 
The Company is exempt from federal income taxes under Section 501(c)(3) of the U.S. Internal 
Revenue Code. However, income from certain activities not directly related to the the 
Company’s tax-exempt purpose is subject to taxation as unrelated business income. In addition, 
the Company qualifies for the charitable contribution deduction under Section 170(b)(1)(A) and 
has been classified as a corporation that is not a private foundation under section 509(a)(2). 
There was no required provision for income taxes for fiscal years ended June 30, 2021. The 
Company qualifies under a group exemption due to their affiliation with CoastAlaska through 
the Compact Agreement. CoastAlaska follows the provisions of FASB ASC 740 Income Taxes, 
and management believes that it has appropriate support for any tax positions taken. 
CoastAlaska’s federal income tax returns (Form 990) are subject to possible examination by the 
Internal Revenue Service until the expiration of the related statutes of limitations on those tax 
returns, which, in general, have a three-year statute of limitations. 
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KTOO MUSIC AND ARTS, LLC 
 

NOTES TO THE FINANCIAL STATEMENTS 
 

  

Functional Allocation of Expenses 
The costs of providing the various programs and other activities have been summarized on a 
functional basis in the statements of activities. The Company’s expenses are administrative in 
nature as their expenses are a contribution of revenues passed on to CoastAlaska. 
 
Recently Adopted Accounting Pronouncements 
Revenue from Contracts with Customers (Topic 606) 
In May 2014, the FASB issued ASU No. 2014-09, “Revenue from Contracts with Customers (Topic 
606)”. These standards replace existing revenue recognition rules with a comprehensive revenue 
measurement and recognition standards and expanded disclosure requirements. The core 
principle of the guidance is that an entity should recognize revenue to depict the transfer of 
promised goods or services to customers in an amount that reflects the consideration to which 
the entity expects to be entitled in exchange for those goods or services. In June of 2020, FASB 
issued ASU 2020-05 “Effective Dates for Certain Entities” that deferred the effective date for the 
Company until annual periods beginning after December 15, 2019, including interim reporting 
periods within that reporting period. The amendment is required to be applied retrospectively 
and all entities can adopt the standard as early as the original effective date. The Company 
adopted ASU 2014-09 as amended by 2020-05, on July 1 2020, applying the changes 
retrospectively. The adoption of the standard had no impact on net assets for the year ended 
June 30, 2021. 
 
Upcoming Accounting Pronouncements 
Management is evaluating the impact of the recent accounting pronouncements listed below on 
the Company’s financial position, results of operations, or cash flows, the impact of adoption 
has not been fully determined.  Other accounting standards that have been issued or proposed 
by FASB, or other standards-setting bodies, not listed below, will also be evaluated prior to their 
effective date. 
 
Not-For-Profit Entities (Topic 958) 
In September 2020, the FASB issued ASU No. 2020-07, Not-For-Profit Entities (Topic 958). The 
amendments in this update will supersede much of the existing authoritative guidance for 
contributed nonfinancial assets. This guidance requires presentation of contributed nonfinancial 
assets as a separate line item in the statement of activities and additional disclosures regarding 
the contributed nonfinancial assets. The amendments of the update will be applied on a 
retrospective basis and are effective for annual periods beginning after June 15, 2021, with early 
application permitted. The Company plans to adopt ASU 2020-07 in its fiscal year ending June 
30, 2022. 
 
Leases (Topic 842) 
In February 2016, the FASB issued ASU No. 2016-02, “Leases (Topic 842).” The amendments in 
this update will supersede much of the existing authoritative guidance for leases. This guidance 
requires lessees to recognize right-of-use assets and liabilities on their balance sheet for all 
leases with terms longer than twelve months. In June of 2020, FASB issued ASU 2020-05 
“Effective Dates for Certain Entities” that deferred the effective date for the Corporation until 
annual periods beginning after December 15, 2021, with early application permitted. The 
Company plans to adopt ASU 2016-02 as amended by 2020-05, in its fiscal year ending June 30, 
2023. 
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KTOO MUSIC AND ARTS, LLC 
 

NOTES TO THE FINANCIAL STATEMENTS 
 

  

Subsequent Events 
The Company’s management has evaluated subsequent events through the date of the 
Independent Auditor’s Report, which is commensurate with the date the financial statements 
were available to be issued. 
 
 
NOTE 2 – ADMITTANCE OF KTOO MUSIC AND ARTS, LLC TO THE COMPACT 
 
On July 1, 2020 KTOO Music and Arts, LLC joined the CoastAlaska compact and contributed all 
revenue and expenses to CoastAlaska. Effective July 1, 2020, KTOO Music and Arts, LLC is the 
name of the Juneau based member in the CoastAlaska Compact Agreement. 
 
 
NOTE 3 – CONTINGENT LIABILITIES 
 
Grants and Contracts 
Expenditures made pursuant to the grants and contracts may be subject to additional audits by 
government agencies. Certain grant amounts of the Company reflected in the financial 
statements of the Company have not been audited by the grantor agencies. Accordingly, 
adjustments of amounts received from grants and contracts could result if the grants and 
contracts are audited by such agencies. 
 
Business Disruption 
There is a risk that government mandated restrictions on the the Company’s operational 
capacity due to the Coronavirus will occur in fiscal year 2022 resulting in reduced revenues. 
Management believes that this risk is minimal. 
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